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1995 WISCONSIN ACT 274

(Vetoed in Part)

AN ACT to repeal 25.18 (1) (L):to renumber and amend 25.50 (5)o amend 13.94 (1)(df), 13.94 (1s) (c) 315.07 Vetoed
(2) (a),15.76 (intro.), 19.42 (10) (L) and (13) (k), 25.156 (4), 25.16 (1), 25.16 (2), 25.16 (4), 25.17 (intro.),l%?f]}t
(51),25.18 (1) (intro.), 25.18 (2) (intro.) and 25.18 (2) {e);epeal and recreate 25.17 (14m); antb create 15.76
(1r), 25.156 (2m), 25.156 (8), 25.188), 25.165, 25.167, 25.17 (149g), 25.17 (14r), 25.17 (51m), 25.183, 25.50 (5)
(a)to (d) and 25.50 (5m) of the statutesating to: legislative oversight of the investment board, structure and com
positionof the investment board, regulation of certain investments by the investment board, granting rule—making
authorityand making an appropriation.

The people of the state of Wisconsin, represented in 15.07(2) (a) The chairperson and vice chairperson\¢étoed
senate and assembly, do enact as follows: the investment board shall be-designagdectedbien In Part
nially by-the-governofrom among the members who
havehad at least 10 years of financial experienc&Qor
yearsof experience in making investments, except that
the secretary of administration, or the secredgsig
nee,may not serve as the chairperson or vice chairperson
of the investment board
SecTioN 5. 15.76 (intro.) of the statutes is amended
to read:

SecTioN 1. 13.94 (1) (df)of the statutes is amended
toread:

13.94(1) (df) Annually perform dinancial audit of
theinvestment board, includiran assessment of the fair
presentatiomf thefinancial statements and an evaluation
of accounting-controls-and-accountirgordshe inter
nal control structuref the board. As part of the financial
audit,the bureau shall identify certain statutes and-poli . .
ciesand guidelines adopted by the board and stedir 15.76 Investment board; creation. (intro.) There

minethe extent of compliance by the board with the stat 1S créated a state dffisconsin investment board, to be
utes policies and guidelines. Biennialihe bureau shall known for statutory purposes as the investment board.

conducta performance evaluation audit of tinwest Theinvestment board shall consist-of 8-members;-as fol

mentboard that includes an audit of the bosmblicies ~ 'ews the following members _

andmanagement practices. SecTioN 6. 15.76 (1r) of the statutes is created to
SecTioN 2 13.94 (1s) (c) 3. of the statutes is amended read:

toread: 15.76(1r) One member appointed for a 6-year term,

13.94(1s) (c) 3. The investment board for the cost of Whois a representative of a local government that partici

theanyaudit required to be performed under sub. (1) (df). patesin the local government pooled-investment fund

Vetoed  SecTion 3m. 15.07 (2) (a) of the statutesamended  unders. 25.50. The member shall be employed by the lo
In Part to read: calgovernment in a finance position and have had at least

* Section 9911, WiscoNnsIN STATUTES 1993-94: Hiective date of acts. “Every act and every portion of an act enacted by the legislatu
the governotrs partial veto which does not expressly prescribe the time when it tatssbill take ééct on the day after its date of publicati
asdesignated” by the secretary of state [the date of publication may not be more than 10 working days after the date of enactment].
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10 years of financial experience, but magt be an
electedofficial, an employe of a county withopulation
greaterthan 450,000 or aemploye of a citytown or vit
lage with a population greater than 150,000. If the mem
berappointed under thisubsection loses the status upon
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25.16 (2) Fhe Subject to authorization under s.
16.505 theexecutive director may appoint one division
administratorand investment directors and shall appoint
achief investment dicer andall other employeseces
saryto carry out the functions of the investment board,

which the appointment was based, he or she shall ceas@xceptthat the investment board shall appointititer

to be a member of the investment board.

SeCTION 7. 19.42 (10) (L) and (13) (k) of the statutes
areamended to read:

19.42(10) (L) The executive directpexecutive as
sistantto the executivéirector internal auditgrchief in
vestmenbfficer and investment directors the invest
mentboard.

(13) (k) The executive directoexecutive assistant to
the executive directqlinternal auditarchief investment
officer and investment directors of the investment board.

SecTION 8. 25.156 (2m) othe statutes is created to
read:

25.156(2m) Theinvestment board shall employe an
internal auditor who shall serve outside the classified
service. The board shall fix the compensation of the in
ternalauditor

SecTioN 9. 25.156 (4) of the statutes is amended to
read:

25.156(4) The membersf the board shall promul
gaterules restricting the executive directioternal audi
tor, chief investment dicer, investment directors and
employesrom having financial interest, directly or indi
rectly, in firms or corporations providing services to the
departmentind governing the receipt of gifts or favors
therefrom,and also governingersonal investments of
all employes including the executive directimternal
auditor, chief investment dicer and investment direc
torsto prevent conflicts of interest.

SecTion 10. 25.156(8) of the statutes is created to
read:

25.156(8) The investment board shiétep full min
utesof its proceedings.

SecTioN 10m. 25.156 (9) of the statutes is created
read:

25.156(9) The chairperson of the investment board
shallappear at least annually before any committee es
tablishedn the senate, whose jurisdiction includes finan
cial institutions, if that committee so requests.

SecTioN 11. 25.16 (1) ofthe statutes is amended to
read:

25.16(1) The executive and administrative functions
of the investment board, except for the functions per
formedby the internal auditor under25.165 (2) shall
bevested in an executive diregtarho shall perform the
functionsof executive director in conformity with the-re
quirementsof the members of the board and in accor
dancewith policies, principles and directives determined
by the members of the board.

SecTION 12. 25.16 (2) of the statutes is amended to
read:

nal auditor andshall participatén the selection of the
chiefinvestment dfcer andinvestment directors and the
internalauditor shall appoint his or her $tafrhe execu
tive director shall appoint all employes outside the classi
fied service, except blue collar and clerical employes.
Neitherthe executive directpthe internal auditoithe
chiefinvestment dfcer, any investment director nor any
otheremploye of the board shall have any financial inter
est,either directly or indirectlyin any firm engaged in the
saleor marketing of real estate or investments of any
kind, nor shall any of them render investment advice to
othersfor remuneration.

SecTioN 13. 25.16 (4) of the statutes is amended to
read:

25.16(4) The executive director shall take thé-of
cial oath and the executive directohief investment of
ficer and each investment director shall file a bond for the
faithful performance ofthat persors duties in such
amountand with such sureties as the members of the
boardrequire.

SecTioN 14. 25.165 of the statutes is created to read:

25.165 Internal auditor. (1) There is created in the
investmenboard an internal audit subunit, under the su
pervisionof the internal auditor The internal auditor
shallreport directly to the board and, subject to autheriza
tion under s16.505shall appoint all employes necessary
to carry out the dutiesf the internal auditorThe internal
auditorshall appoint all employes outside the classified
serviceexcept blue collar and clerical employes. The in
ternalauditor shall fix the compensatiofall employes
appointedby the internal auditpsubject to restrictions
setforth in the compensation plan under s. 230.12 or any
applicablecollective bagainingagreement in the case of
employesin the classified service, but thevestment
boardmay providgfor bonus compensation to employes
in the unclassified service as authorized und2b<.56
(6).

(2) The internal auditor may review any actiyity
formationor investment of the board and have access to
recordsof the board and any external party urchartract
with the board and shall do all of the following:

(@) Plan and conduct audit activities, risk assess
ments research projects and management reviews under
thedirection of the board and in accordance with policies,
principlesand directives determined by the board.

(b) Coordinateand assist with external audits and re
views of the board.

(c) Monitor forcompliance with applicable legalre
quirementsand with the board’contractual agreements
anybank, savings and loan association, savings bank or
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creditunion with which the board has entered into a cus
todial agreement under s. 25.17){lany investment ad
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of new investment instruments by the board and & com
parisonof the investmenperformance of the board to

viserswith which the board has contracted to manage andthatachieved by a peer group of public and priveatt
controlboard assets under s. 25.18 (2) (e); and any othettiesthat invest similar—sized funds.

externalpartieswith which the board has contracted to
provideinvestment services to the board.

SecTion 15. 25.167 of the statutes is created to read:

25.167 Chief investment officer. Under the super
vision of the executive directpthe chief investment fof
cershall do all of the following:

(1) Monitor activities of the investment directors for
compliancewith the board investment policies and
guidelinesin investment decisions and approve unusual
transactions, as defined by the board.

(2) Develop and implement operatipgocedures

3. A discussiorof the amounts and categories of in
vestmentgnade within the state, including taeounts
andcategories of investments described, and progress in
meetingthe objectives of the plan submitted, under sub.
(70).

SecTioN 19. 25.17 (14r) othe statutes is created to
read:

25.17(14r) Upon adopting any changethe boards
investmentpolicies or guidelines, submit to the jointdeg
islative audit committee, to the joint committee bn
nanceand to the chief clerk of eatlouse, for distribution

thatare intended to ensure that the investment policiesto the appropriatstanding committees under s. 13.172

andguidelines of the board are followed.

(3) Ensure that investments are completely and-accu
ratelyreported on all management and finanoéglorts
andthat any information requestég the board is pro
videdto the board on a timely basis.

SecTioN 16. 25.17 (intro.) of thestatutes is amended
to read:

25.17 Powers and duties of board. (intro.) The
“State of Wisconsin InvestmerBoard” shall be a body
corporatewith power to sue and be sued in said name.
Theboard shall have seal with the words, “State ofigv
consininvestment Board”—Fh8ubject to s. 25.18%e

(3), a report summarizing the change in the investment
policiesor guidelines.

SecTioN 20. 25.17 (51) of the statutes is amentizd
read:

25.17(51) Annually have thdegislative audit bu
reauconduct a financial audit-to-includacluding amas
sessmenbf the fair presentation of tHenancial state
mentsand anevaluation of-acecounting—controls—and
accountingrecordsthe internal control structuref the

board. As part of the financial audit, the legislative audit
bureaushall identify certain statutes and policies and
guidelinesadopted by the board astall determine the

boardshall:

SecTioN 17. 25.17 (149) of the statutéscreated to
read:

25.17(14g) Annually, on or before January 1, submit
to the joint legislative audit committee, to the joint com

extentof compliance by the board with the statutes-poli
cies and guidelinesThe board shall reimburse the legis
lative audit bureau fothe cost of audits required to be
performedunder this subsection.

SecTioN 21. 25.17 (51m) of the statutes is creatied

mitteeon finance and to the chief clerk of each house, for read:

distributionto the appropriate standing committess
der s. 13.172 (3), a report of the boamhnualinvest

25.17(51m) Biennially have the legislative audit bu
reau conduct a performance evaluation audit that in

mentgoalsand long-term investment strategies. The re cludesanaudit of the board’ policies and management
port shall specify any change in the annual investment practices. The board shall reimburse the legislative audit
goalsand long-term investment strategies from those in bureau for the cost of audits required to be performed un

the previous year

SecTioN 18. 25.17 (14m) of the statutes is repealed
and recreated to read:

25.17(14m) Annually; on or before March 31, sub
mit to the joint legislative audit committee, to the joint
committeeon finance and to the chief clerk of each
housefor distribution to the appropriate standicgm
mitteesunder s. 13.172 (3), a report including all of the
following:

1. An assessment of the boargtogress in meeting
its annual investment goals established in the repert un
der sub. (149).

2. Information on the types of investments held by
theboard, including the market values of theestments
andthe degree of risk associated with the investments,
theboards use ofderivatives, as defined in s. 25.183 (1)
(a), any ventures by the board into new marlatguse

derthis subsection.

SecTiON 22. 25.18 (1) (intro.) of the statutes is
amendedo read:

25.18(1) (intro.) In addition to the powers and duties
enumeratedh s. 25.17, but subject to25.183 the in
vestmenboard may:

SecTiON 23. 25.18 (1) (L) of the statutes is repealed.

SEcTION 24. 25.18 (2) (intro.) of the statutes is
amendedo read:

25.18(2) (intro.) In addition to the powers set forth
in sub. (1) and. 25.17, but subject to s. 25.18% in

vestmenboard may:

SECTION 24m.
amendedo read:
25.18(2) (e) Contracwith and delegate to invest
mentadvisers the management and control over assets

25.18 (2) (e) of the statutes is

from any fund ortrust delivered to such investment
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advisers forinvestmentn real estate, mortgages, equi
ties,debt of foreign corporations and debt of foreign-gov
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c. All of the board$ payment obligations under the
transactiorare fullybacked by distinctly identified assets

ernmentsand pay such advisers fees from the current heldin the state investment fund.

incomeof the fund or trust being invested. No more than

10% 15%o0f the total assets of the fixed retirement invest
menttrust or-109415% of thetotal assets of the variable
retirementinvestment trust may be delivereditvest

7. Any financial contracbr instrument that the board
determinesby rule, is not a derivative.

(b) “Reverse repurchase agreemené€ans an agree
mentfor the sale of securities by the board unalich

mentadvisers. The board shall set performance-stan theboard will repurchase those securities on or before a

dardsfor such investment advisers, monitor such invest
mentsto determine if performancgtandards are being

specifieddate and for a specified amount.
(2) DERIVATIVE INVESTMENTS. After the efective date

metandif an investment adviser does not consistently of this subsection .... [revisor inserts date], the board may

meetthe performancstandards then terminate the €on
tract with such investment adviser

SeEcCTION 26. 25.183 of the statutes is created to read:

25.183 Certain investments prohibited. (1) Deri-
NITIONS. In this section:

(a) “Derivative” meansany financial contract or oth
erinstrument that derives its value from the value or per
formanceof any securitycurrency exchange rate or in
terestrate or of any index or grougf any securities,

currencyexchange rates or interest rates, but does fnot in

cludeany of the following:

1. Any security that israded on a national securities
exchangeor on an automated interdealer quotation sys
temsponsored by a securities association registamed
der15 USC 780—3et seq.

2. Any forward contract which has a maturity at the
time of issuance not exceeding 270 days.

3. Any contract of sale of a commodisdefined
under7 USC 2 for future deliveryor any option on such
a contract, traded oexecuted on a designated contract
marketand subject to regulation undetJSC 1to 26.

4. Any security of an open—end management invest
ment company or investment trugt, the investment
companyor investment trust is registered unéiBrusC
80a-1to 80a—64

5. Any deposit held by a financial institution.

6. Any investment specifically authorized under
25.17(3) (b) and (ba).

6e. Any collateralized mortgage obligationother
asset—backeskcurity which either hame of the 2 high
estratings given by a nationally recognized ratsegvice
or is backed or collateralized by insurattruments,
guarantee®r pledges of the federal government, this
stateor an agency of thiederal government or this state.

6m. Any transaction permitted under s. 25.18 (1) (n),
if all of the following conditions are met at the time the
transactionis entered into:

a. The counterparty to the transactiomaged in, or
hasoutstanding long-terrdebt which is rated in, one of
the 2 highest ratings given by a nationally recognized rat
ing service.

b. The transaction is used only for specified hedging

or interest rate risk reduction purposes.

not purchase oacquire any derivative in the state invest
mentfund excepin accordance with rules promulgated
by theboard. Rules promulgated under this subsection
may not permit thgpurchase or acquisition of derivatives
in the statdnvestment fund unless the purchase er ac
quisitionis made for the purpose of reducing risk of price
change®r of interest rate or currency exchange rate fluc
tuationswith respect to investments held or to be held by
the board.

(3) REVERSEREPURCHASEAGREEMENTS. After the ef
fective date of this subsection .... [revisor inserts date],
the board may not enter into any reverse repurchase
agreementinless the repurchase of securities under the
agreemenis required to occur no later than the next-busi
nessday

SecTioN 27. 25.50 (5) of the statutes is renumbered
25.50(5) (intro.) and amended to read:

25.50(5) INVESTMENT POLICIES. (intro.) The invest
mentboard shall formulate policies for the investment
andreinvestment of moneys in the fund and the acquisi
tion, retention, management and dispositidrsuch in
vestments.The boardshall provide a copy of the invest
mentpolicies, together with anguidelines adopted by
theboard to direct sthinvestment activityto each local
governmenthaving an investment in the fund upon the
local governmens requesand at least annually to alkin
vestors. The board shallistribute at least annually per
formance information overthe preceding one-year
5-yearand 10-year periods, compared with appropriate
indices or benchmarks in the private secfbine invest
mentpolicies shall include all of the following:

SecTioN 28. 25.50 (5) (a) to (d) of the statutase
createdo read:

25.50(5) (a) Any types of prohibited investments.

(b) Any restrictionson allocation of assets among
variousasset types.

(c) Credit standards for private companiew/ich
the fund may invest.

(d) Dollar or percentage limits on investments in a
singlecompany or bank.

SecTION 29. 25.50 (5m) ofthe statutes is created to
read:



https://docs.legis.wisconsin.gov/document/usc/15%20USC%2078o-3
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(3) INVESTMENTBOARD OFFICERS The oficers of the Vetoed
investmenboard designated by the governor under skt Part
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25.50(5m) MONTHLY REPORTINGREQUIREMENTS. (@)
Theboard, in cooperation with the department of admin

istration, shall provide information necessary for the
statetreasurer t@rovide a monthly report to each local
governmenhaving an investment the fund. The board
shalluse all reasonablefefts toprovide the information
to the state treasurer fime to allow the treasurer to mail
or electronically transmit the report to the logalvern

tion 15.07 (2) (a), 1998tats., shall cease to hold the-des
ignatedoffices on the déctive date of this subsection.
SecTioN 31. Appropriation changes.
(1) INTERNAL AUDITOR. In the schedule under section
20.005(3) of the statutes for the appropriation to the in
vestmenboard under section 20.536 (1) (k) of the-stat

mentno later than 6 business days after the end of theutes,as afected by the acts df995, the dollar amount is

monthcoveredby the report. The report shall include in
formation on the funds earnings for the month, with
comparisorto appropriaténdices or benchmarks in the
private sector

(b) Upon request of any locgbvernment having an
investmentn the fund, the board shall provide a summa
ry of securities held by the fund, including for each type

increasedy $72,00or fiscal year 1995-96 and the ol
lar amount is increased by $210,900 for fiscal year
1996-970 increase the authorized Fpasitions for the
investmenboard by 3.0 PR positions on April 1, 1996,
for the performancef the functions of the internal audi
tor.

(2) CHIEFINVESTMENT OFFICER. In the schedule under

of security its cost, current value and, in the case of debt section20.005 (3) of the statutes for the appropriation to

instrumentsthe average maturityThe board shall pro

theinvestment boardnder section 20.536 (1) (k) of the

vide the information as soon as practicable after receiv statutesas afected by the actsf 1995, the dollar amount

ing the request.

SecTion 30. Nonstatutory provisions.

(1) ALTERNATIVE INSURANCEARRANGEMENTSFORTHE
LOCAL GOVERNMENT-POOLEDINVESTMENT FUND. Nolater
thanthe first day of the 2nd month beginning aftebli-
cation,the investment board shall report to the joint legis
lative audit committee and to the joint committee on fi

is increased by $42,500 for fiscal year 1995-96 and the
dollar amount is increased by $144,100 for fiscal year
1996-970 increase the authorized FpBsitions for the
investmentboard by 1.0 PRosition on April 1, 1996,
for the performance of the functions of the chief invest
ment oficer.

(3) INVESTMENT OPERATIONS. In the schedule under

nanceon alternative insurance arrangements for the local section20.005 (3) of the statutes for the appropriation to

government pooled-investment fund under section
25.500f the statutes.

(2) SUBMISSION OF INVESTMENT BOARD REPORTS

(a) Notwithstanding the deadline for the submission
of the report of the investment boardnnual investment
goalsand long—terninvestment strategies that is speci
fied in section 25.17 (149) of the statutes, as crdaed
this act, thanvestment board, for the 1996 calendar year
shallsubmit the report on drefore the first day of the 2nd
monthbeginning after publication.

(b) Notwithstandinghe deadline for the submission
of the report of the investment board tlsaspecified in
section25.17 (14m) of the statutes, afeafed by this act,
theinvestment board shall submit the report for 1885
or before March 31, 1996, or on or before the firstafay
the 2nd monthbeginning after publication, whichever is
later.

theinvestment boardnder section 20.536 (1) (k) of the
statutesas afected by the actsf 1995, the dollar amount
is increased by $42,600 for fiscal year 1995-96 and the
dollar amount is increased by 33,600 for fiscal year
1996-970 increase the authorized FpBsitions for the
investmentboard by 2.0 PR positions on April 1, 1996,
for the performance of certain investment operations.
(4) INVESTMENT TECHNOLOGY. In the schedule under
section20.005 (3) of the statutes for the appropriation to
theinvestment boardnder section 20.536 (1) (k) of the
statutesas afected by the actsf 1995, the dollar amount
is increased by $21,300 for fiscal year 1995-96 and the
dollar amount is increased by $59,300 for fiscal year
1996-970 increase the authorized FpBsitions for the
investmentboard by 1.0 PRosition on April 1, 1996,
for the development of a comprehensive strategic in
formationsystems plan.




